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with the definition and origin of the business history. Dr. 
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methods are practiced. Consideration of consumer behavior, 
then, is a requisite of all marketing plans. The prospective 
customer may obtain information on products and brands 
from many sources. Dr. Sargent’s study is an investigation of 
the extent to which consumer-product testing and rating 
organizations (Consumer Research and Consumers Union) 
influence the buying patterns of households. The author 
takes into account certain mass communications principles 
and concepts as he analyzes the buying behavior of those 
who consult the reports and guides published by these 
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relations; ability to delegate authority; and a real concern 
for others. 
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E. T. Eggers 


An important obstacle to the employment of 
physically handicapped people in American industry 
is the fear of second injuries and the belief that 
workmen’s compensation costs would rise because 
of hiring the disabled. For example, a study was 
conducted in 1955 in which employers in thirty-four 
states and Alaska participated. More than eighty 
per cent of the returns cited fear by employers that 
workmen’s compensation rates would go up if the 
handicapped were hired.1 However, the phase of 
workmen’s compensation dealing with second in- 
juries and the use of a second injury fund has ad- 
vanced well beyond the pioneering stage, and em- 
ployers’ fears concerning additional compensation 
costs because of second injuries are often without a 
sound basis. 

A worker who has a physical handicap is at a 
great disadvantage because of employers’ fears of 
increased compensation costs should that worker 
incur another accident. For example, if an employee 
has suffered a pre-existing loss of an arm and loses 
his other arm while employed, he would subject his 
employer to compensation for total disability. On 
the other hand, the worker would be at a serious 
disadvantage if he receives compensation for the 
second injury only, because his working capacity 
has been completely destroyed. This increased lia- 
bility to employers because of pre-existing handi- 
caps has long been a controversial issue. The con- 





1 Employer Resistance to Hiring the Handicapped (Washington: 
President’s Committee on Employment of the Physically Hendicapped, 
1956), p. 3. 


November 1960 


Second Injuries 
and the 


Second Injury Fund 


troversy, however, arises largely because of a lack 
of knowledge or information regarding the protec- 
tion given under workmen’s compensation laws. A 
“realistic” approach to the problem has placed em- 
phasis on the establishment of second injury funds. 

Second injury funds are special funds which op- 
erate within the framework of workmen’s compen- 
sation. Under such legislation a physically handi- 
capped worker who incurs a second handicap is 
entitled to full compensation benefits. However, the 
employer is protected in that he is liable only for 
the disability caused by the second injury. The dif- 
ference is paid from the fund. 


LEGISLATION COVERING THE SECOND INJURY FUND 


In 1916, New York became the first state to adopt 
a second injury fund law. This measure provided 
that if a worker with one hand, arm, foot, leg, or 
eye incurred permanent total disability through the 
loss of another member or organ he would receive 
compensation for total disability. However, the em- 
ployer was responsible only for the second loss. 
Five states—Minnesota, North Dakota, Ohio, Utah, 
and Wisconsin—followed New York almost imme- 
diately and established second injury funds.? 





2 Second Injury Funds—Standards and Patterns in State Legislation 
(Washington: U. S. Department of Labor, Bureau of Labor Standards, 
1957), Bulletin 190, p. 7. 
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Nevertheless, during the 1920’s and 1930’s only 
seven states passed second injury fund laws.? With 
the advent of World War II, greater emphasis was 
placed on this type of legislation and many addi- 
tional states provided this protection to physically 
handicapped employees. Second injury fund cov- 
erage now exists in all states except five‘—Georgia, 
Louisiana, Nevada, New Mexico, and Virginia. 
Provisions of the Legislation 

The various state and territorial laws vary greatly 
as to coverage, source of funds, liability of em- 
ployers, employee waivers, and other matters. It is 
not the intent here to give full provisions of the 
individual] laws but rather to present a brief picture 





3 These states were Arkansas, Idaho, Illinois, Massachusetts, New 
Jersey, North Carolina, and South Carolina . 

4 Five of the ten Canadian provinces—Alberta, British Columbia, 
Manitoba, Newfoundland, and Ontario—also have second injury funds. 
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of some of the important aspects dealing with the 
second injury fund.® 

Coverage. Twenty-one states have legislation pro- 
viding coverage only for employees who have pre- 
existing permanent and total loss of use of hand, 
arm, foot, leg, or eye, and who, as a result of an 
accident arising out of and in the course of employ- 
ment sustain permanent total disability by the loss 
of another member or organ. Thus, these laws are 
quite comparable to the first second injury fund 
law passed by New York in 1916. 

Of the forty-seven second-injury jurisdictions, 
fifteen® cover any previous permanent disability 





5 For details, see Second Injury Funds, op. cit, and State Workmen’s 
Compensation Laws (Washington: U. S. Department of Labor, Bureau of 
Labor Standards, 1957), Bulletin 161 (rev.), pp. 53-68. 

6 These jurisdictions are Alaska, California, Delaware, District of 
Columbia, Florida, Hawaii, Minnesota, Missouri, New Jersey, New York, 
Puerto Rico, Utah, Washington, West Virginia, and Wisconsin. 
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without limitations as to type or cause. However, 
in nine of these jurisdictions, the law requires that 
the second injury must result in permanent total 
disability when combined with the first injury.” 

The ten remaining states have laws which vary, 
but none of them provides broad coverage. Of this 
group, Ohio has perhaps the most lenient law; prior 
disabilities are specifically named, but coverage 
includes a number of handicaps which are usually 
excluded—epilepsy, diabetes, cardiac diseases, arth- 
ritis, poliomyelitis, cerebral palsy, and multiple 
sclerosis. Three states (Massachusetts, North Caro- 
lina, and South Carolina) provide broader cover- 
age for war veterans than for nonveterans. Ohio 
and Kentucky also make a distinction between vet- 
erans and nonveterans in the event injury resulted 
from disease incurred while the employee was in 
the armed forces during a time when the country 
was at war. 

In only five cases do the second injury fund laws 
have provisions for relieving employers from par- 
tial or total liability in situations in which pre- 
existing injuries contribute to the death of an em- 
ployee upon the occurrence of a second injury. 
Such coverage is found in the laws of Florida, 
Massachusetts, New York, Ohio, and Rhode Island. 

Financing the second injury funds. The purpose of the 
second injury fund is not to relieve employers from 
all liability when second injuries occur to em- 
ployees. Its purpose is to make up the difference 
between compensation paid by the employer for a 
second injury and the total compensation due the 
disabled worker. Financing methods differ under 
the various jurisdictional laws. 

Fifteen jurisdictions finance their second injury 
funds entirely by the “no-dependency” methods. 
That is, employers must pay the fund a certain 
amount of money when their employees are killed 
on the job and leave no dependents. Eight other 
jurisdictions employ this method in conjunction 
with some other method such as annual] assessments 
against insurance carriers. The “no-dependency” 
death payment is the most common method used. 
The amount paid into the fund is usually a flat rate 
ranging from $300 in Maine to $2,200 in Utah. 

Eight states finance the second injury fund pro- 
gram entirely by annual assessments on workmen’s 
compensation insurance carriers, and six jurisdic- 
tions have their own state insurance systems from 
whose funds benefits are paid for second injuries. 
Examples of methods used in other states are fi- 
nancing the fund with public money (California 
and Pennsylvania), direct employee payments into 
the fund (Oklahoma), and requiring employers 
to make payments in certain disability cases (Idaho 
and Wisconsin). 





7 Alaska, Delaware, District of Columbia, Hawaii, Minnesota, New 
Jersey, Puerto Rico, Washington, and West Virginia. 
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Employer Waivers of Compensation Rights. Arrange- 
ments to allow the waiver of compensation rights 
were conceived as an aid to physically handicapped 
workers who were willing to forego such benefits 
in exchange for a benefit of more immediate value 
—employment. Although restricted or prohibited 
in most jurisdictions, the laws of a few states allow 
an individual with an existing handicap to waive 
his right to compensation should he incur a second 
handicap. Permission for such waivers in certain 
cases is granted under the laws of Connecticut, Illi- 
nois, Iowa, Maine, Maryland, Massachusetts, New 
Hampshire, New Mexico, Ohio, and Wisconsin. Six- 
teen other states allow compensation waivers for 
aggravation of certain occupational diseases. 

Furthermore eleven states® have legislation under 
which either the employer or the employee may 
elect not to be covered by workmen’s compensation. 
Coverage for employers is required but employees 
may reject the act in the additional states of Ari- 
zona and New Hampshire. 

Comment on Legislation. 

Even though most states and jurisdictions have 
adopted laws providing for second injury funds, 
much remains to be done. Many of the laws are 
very restrictive as to the types of injuries covered, 
and most employees with permanent physica] handi- 
caps have no protection under them. Lack of pub- 
licity regarding the funds in many jurisdictions 
has resulted in ignorance on the part of employers 
and employees, and many of the funds are almost 
inactive. For example, during the fiscal year 1955- 
1956, there were at least nine jurisdictions in 
which no claimant received benefits from the fund. 
And in sixteen jurisdictions there were no new 
claims filed against the fund. 

Lack of knowledge of the protection afforded em- 
ployers by the second injury fund laws is further 
pointed up by the fact that there is a wide-spread 
fear among employers that increased compensation 
liability will result from hiring the physically im- 
paired.® This fear persists in spite of the fact that 
insurance companies have done much to emphasize 
the fact that premiums are no higher because of a 
practice of hiring the handicapped. For example, 
the Association of Casualty and Surety Companies 
has stated: 


Let this be understood—there is no provision in 
workmen’s compensation insurance policies or rates that 
penalizes an employer for hiring handicapped workers. 
Workmen’s compensation rates are determined by two 
factors. These are the relative hazards in a company’s 
work and its accident experience. Whether a company 
is staffed with workers having two legs apiece or one 
or none—influences the rates not at all.10 





8 These states are Alabama, Florida, Kentucky, Louisiana, Missouri, 
Mcntana, Nebraska, New Jersey, New Mexico, Pennsylvania, and West 
Virginia. 

9 Employer Resistance to Hiring the Handicapped, op. cit., p. 3. See 
also: Report of the Task Force on the Handicapped—Summary (Washing- 
ton: Office of Defense Mobilization, 1952), p. 8. 

10 The Physically Impaired can be Insured without Penalty (New 
York: Association of Casualty and Surety Companies, n.d.), pp. 2-3. 








Another objection raised by employers to justify 
their refusal to hire the physically handicapped is 
accident proneness. This becomes an important as- 
pect because so many jurisdictions have second 
injury fund laws which are too limited in scope and 
which are very vague in defining coverage. The 
fear that physically handicapped workers are more 
accident prone than are the nonhandicapped is not 
based on fact. Dr. Kessler, for example, reports that 
of 3,376 cases in his experience, only 12 had second 
injuries.!1 In a period of twenty-five years (1919- 
1944) of operation of its second injury fund, New 
York disclosed only 185 such cases.’ Less than one 
per cent of the funds paid out on workmen’s com- 
pensation benefits went for second injury fund 
awards in Illinois in 1954 and 1955.1* Thus, from the 
standpoint of frequency of occurrence, second in- 
juries are relatively few. 

A major flaw of many of the second injury fund 
laws relates to the definition of the pre-existing 
conditions upon which second injuries may be as- 
sumed. They need be less restrictive in coverage. 
For example, congenital and organic disabilities 
should be included; an occupational disease such as 
silicosis presents as great a barrier to employment 
as does an amputated foot that resulted from an 
industrial accident. The problem of “extent of dis- 
ability” also needs clarification in the laws of many 
jurisdictions. By way of illustration, a number of 
jurisdictions (Alaska, District of Columbia, Min- 
nesota, New Jersey, and Utah) define prior dis- 
ability by such terms as “any previous disability” 
or “permanent partial disability.” 

In twenty-two states the second injury fund laws 
pertain only to employees with pre-existing perma- 
nent loss of hand, arm, foot, leg, or eye; such laws 
are woefully inadequate in coverage. Handicaps of 
these types probably represent a very small per- 
centage of the total. It has been stated that less 
than one per cent of the war veterans who receive 
disability compensation from the Veterans’ Ad- 
ministration have lost a limb or an eye.'* It ap- 
pears hardly likely that this percentage would be 
substantially greater among the handicapped civil- 
ian population. 

A law that is too narrow does not meet the need 
for a second injury provision from the point of 
view of either the employer or the employee. How- 
ever, administrative difficulties interfering with the 
proper function of workmen’s compensation as a 
whole will result from laws that are too broad and 
inclusive. Pre-existing handicaps covered in the 





11 Henry H. Kessler, Rehabilitation of the Physically Handicapped 
(New York: Columbia University Press, 1953), p. 21. 

12 Clark D. Bridges, Job Placement of the Physically Handicapped 
(New York: McGraw-Hill Book Company, Inc., 1946), p. 11. 

13 George H. Moloney, in Employer Roundtable (Washington: Presi- 
dent’s Committee on Employment of the Physically Handicapped, 1955), 
). 7, 

14. Millard W. Rice, in Minutes of the Annual Meeting, 1956 (Wash- 
ington: President’s Committee on Employment of the Physically Handi- 
capped, 1956), p. 47. 
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laws should be of such nature that they offer a 
definite obstacle to employment; trivial impair- 
ments should be excluded.’® 

Undesirable also are the clauses of workmen’s 
compensation laws which permit employee waivers 
of compensation rights. Such permission removes 
the protection from the very workers who may need 
it most. A basic fundamental of workmen’s com- 
pensation is that an injured worker has a right to 
certain financial benefits, and an employer who 
wishes to avoid the workmen’s compensation law 
can usually find “something wrong” with a job 
applicant and, thus, encourage him to sign away 
his compensation rights. An example of what can 
happen in this connection took place in Iowa shortly 
after the legislature inserted a waiver clause in the 
workmen’s compensation law. There were hundreds 
of waivers within a year, and they included, 
“.. everything from loss of limbs, vision and hear- 
ing, to fallen arches, infected teeth, stiff fingers, 
and other potential disabilities.”1® Another argu- 
ment against the use of employee waivers is that 
they promote disagreement and litigation. 

Second injury fund laws, properly conceived and 
administered, facilitate the acceptance of physically 
handicapped workers, and the obstacle of “increased 
compensation costs” from second injuries is grad- 
ually being overcome. Perhaps the most liberal 
second injury fund law is that of New York, and 
there appears to be less concern among employers 
in that state regarding the hiring of the physically 
handicapped than that found among employers in 
most other states.!7 Vocational rehabilitation takes 
a toll of millions of dollars each year from the fed- 
eral and state governments; the major objective is 
to make self-supporting citizens out of public 
charges. Second injury fund laws can help immeas- 
urably in reaching this objective. 


SURVEY OF METROPOLITAN ATLANTA INDUSTRY 


The author made a study in Metropolitan At- 
lanta in order to try to determine the attitudes 
and opinions of employers regarding the desir- 
ability of a second injury fund in Georgia. The sur- 
vey area consisted of four counties with a total 
nonagricultural employment figure of 347,275 when 
the study was made. There were 86,200 employed 
in manufacturing. Chosen for the study was one 
large firm, in terms of employment, in each cate- 





15 One example (Theodore M. Schwartz, in ibid., p. 45) was of a case 
which came before the New York courts. A woman employee had a pre- 
existing loss of a little finger, and she subsequently suffered the loss of 
her other hand. The courts held the pre-existing handicap was not one 
which constituted a hazard to employment; therefore, the second injury 
law did not apply. 

16 Second Injury Funds, op. cit., p. 29. 

17. Schwartz, op. cit., p. 44. 
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gory of manufacturing enterprises as classified by 
the state Department of Labor. The total number 
of workers employed by these companies during the 
survey period was 17,184 representing about twenty 
per cent of the average total workers employed in 
manufacturing in the area. 

Employers’ Opinions Concerning a Second Injury Fund In 

Georgia 

Of the fifteen firms surveyed, only one did not 
favor a change in the state workmen’s compensa- 
tion laws to include a second injury fund. At this 
company, the personne] director had worked in per- 
sonnel administration jobs in two other states. He 
opposed a second injury fund in Georgia because of 
his experience in those two states which have such 
funds. His opposition was a bit vague, but he 
seemed to feel that the legislation was too broad 
and inclusive. 

Spokesmen for the remaining fourteen concerns 
favored the establishment of a second injury fund. 
Said the personnel director of one company, “The 
lack of such a fund is one of the main reasons for 
not hiring the handicapped now.” The personnel 
manager at another company pointed out that any 
state desiring new industry should have a second 
injury fund law and that such a law would offer 
inducement to move into Georgia. Typical of the 
comments was one made by an official of a bakery 
goods company who said that such a measure 
“ ... would facilitate the useful employment of 
people.” 

The effect of the fund on the employment of the handi- 
capped. Five of the fifteen companies said that a 
second injury fund law in the state would not alter 
their attitude and approach toward hiring physi- 
cally-handicapped job applicants. However, a com- 
pany spokesman at one of these five concerns stated 
that such a measure would cause the company’s 
attitude toward regular employees who become 
handicapped to be “somewhat better.” A top of- 
ficial of another company in this group said it 
would be “. . . a little less concerned at taking 
smaller risks.” At least three of the companies felt 
that they did not have jobs “suitable” for the 
physically handicapped. 

All of the remaining ten organizations in the 
survey indicated that they would be more inclined 
to hire physically handicapped job applicants if 
they had the protection of a second injury fund law. 
Second Injuries in the Companies Investigated 

When this survey of fifteen companies was con- 
ducted, there was a total of 17,148 employees in 
these companies, of whom 1,287 were physically 
handicapped. It is significant that there had not 
been a single second injury among these compa- 
nies’ employees during the twelve months prior to 
the investigation. 

Conclusions Based on the Survey 

Two conclusions concerning second injuries re- 

sulted from this investigation. The first conclusion 
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is that industrial organizations in the geographical 
area fear that they may be held liable for total dis- 
ability of employees who suffer a second injury, 
and they are therefore reluctant to hire the physi- 
cally handicapped. This fear is pointed up by the 
fact that all companies with one exception favored 
a second injury law in the state to relieve them of 
this responsibility ; ten of the companies said they 
would be more inclined to hire the physically im- 
paired if they had the protection of a second injury 
fund. Furthermore, one third of the firms expressed 
a belief that physically handicapped employees are 
more accident-prone than are the able-bodied. 

The second conclusion derived from this study is 
that the probability of large numbers of second in- 
juries is very remote—a finding which bears out 
other statistical evidence. 


A SECOND INJURY FUND LAW FOR GEORGIA 


Georgia is one of five states which do not have 
a second injury fund. Early in 1958 a bill, H. B. No. 
688, to establish such a fund was introduced in the 
General Assembly of Georgia. However, it did not 
get past the investigating subcommittee, 

The bill, as it was conceived, would have covered 
employees with pre-existing permanent physical im- 
pairment “from any cause or origin. . . .” Each em- 
ployer was to pay $2000 into the fund upon the 
death of one of his employees when the death re- 
sulted from an employment injury and the deceased 
left no dependents entitled to compensation. Each 
employer was also to contribute annually to the 
fund one per cent of the gross premiums of work- 
men’s compensation insurance written or renewed 
during the preceding calendar year. A similar stipu- 
lation applied to self-insurers. 

This bill appeared to be favored by major or- 
ganized labor groups, but it was opposed by some 
representatives of manufacturing concerns in the 
state. Two important objections were raised against 
the bill. One was the fact that the fund was to be 
supplied by employers. Some individuals appearing 
before the subcommittee also argued that there 
was little need for such a fund because Georgia had 
led all other states for three years in rehabilitating 
and placing physically handicapped workers. 

The investigation described in this article seems 
to indicate that industry representatives are not 
opposed to a second injury fund law per se. The 
opposition appears, rather, to stem largely from the 
added financial burden which H.B. No. 688 would 
have imposed upon the industrial concerns. Perhaps 
in the future a bill with broad coverage and one 
that would be acceptable to all major groups con- 
cerned can be worked out and become a part of the 
law in the State of Georgia. 
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The Consulting Field: 





A Resource of Skills and Experience for Growing Business 


The consultant serves as an employee of the firm. 


Prover selection of the consultant, preparatory planning, and mutual understanding will lead to a 
harmonious consultant-client relationship and satisfactory service. 


From the viewpoint of management, a most 
striking and oftentimes perplexing aspect of busi- 
ness and industry as it exists today is the increas- 
ing diversification of technical skills, knowledge, 
and experience necessary to run an organization 
which aspires either to growth or merely to compete 
successfully. Executives, who over the years have 
observed the kaleidoscopic development of technical 
processes and the whole of scientific management 
procedures which have led to this situation, now 
find themselves operating primarily as coordina- 
tors, leaders, and planners, with their former tech- 
nical responsibilities delegated to subordinates. The 
college education of a few years back is now clearly 
outdated, at least with respect to content, and the 
newly trained must therefore be relied upon to pro- 
vide skills and knowledge of recent development. 
Secondly, the depth and scope of new equipment, 
skills, and knowledge which the organization must 
now incorporate into its operation are beyond com- 
prehension in detail by any one human being, re- 
gardless of his training, experience, or mental 
powers. Third, as a result of a competitive economy, 
the jobs of planning, coordinating, and setting 
policy have in themselves become of top priority 
in any enterprise and thus will demand the primary 
concern of those in the top positions. 

The executive has of necessity come to rely more 
and more on specialists for up-to-date technical 
skills and experience necessary to implement pro- 
grams and objectives which he hopes to attain. In 
extremely large organizations, obtaining these spe- 
cific skills will usually pose no problem, since, if 

Note: This article is one of a series arranged by Dr. James 
E. Chapman, Professor of Management and Chairman of the 


Department of Management, School of Business Administra- 
tion, Georgia State College of Business Administration. 
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they are not available within the organization, em- 
ployment of full-time specialists to carry out a 
program can be justified. However, no such simple 
solution is available to the smaller organization; to 
gain access to specialists it has increasingly turned 
to consultants. 

The Rise of Consulting 

In essence, the consultant offers a specialized 
service, usually for a given length of time, and is 
employed for a highly specific purpose; from his 
viewpoint, he operates as a part-time staff member 
for several firms rather than as a full-time member 
of any one firm. While not new in the sense that 
business has always sought “consulting” services 
in such fields as law and accounting, it has been of 
only comparative recency that services have been 
made available in such areas as training of per- 
sonnel, methods engineering, work incentives, mar- 
ket research, and automation, to name but a few. 
Actually, it would not be far from the truth to state 
that consulting services are available today in every 
phase of every field of business and industry. 

An increasing number of companies are drawing 
upon this source of knowledge and experience, 
usually, but not always, with satisfactory results. In 
most cases, those companies which have derived the 
greatest benefits are those experienced in working 
with consultants. However, the situation is highly 
unusual in which satisfaction can be guaranteed by 
a consultant. In most cases of dissatisfaction, re- 
sulting in waste of time, money, and effort, the 
cause(s) can be traced readily to misunderstand- 
ings and improper planning somewhere along the 
= in the course of the consultant-client relation- 
ship. 

When and Where a Consultant Will be of Help 

The consultant is not a panacea for all ills of the 
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business; rather, he is an employee of and adviser 
to management on matters which fall within the 
scope of his training and experience. In general, a 
consultant is needed when problems arise which 
demand: specialized training and experience if a 
satisfactory solution is to be realized; an objective 
and unbiased viewpoint based on experience gained 
from working with other companies; and more time 
than is available as a result of present company 
staff commitments. 


Which Consultant to Use 

During the past few years, the growth in number 
and size of consulting firms has been tremendous. 
As a result, the company in the market for this type 
service will ordinarily have wide latitude of choice, 
a situation which should be exploited. In choosing a 
consultant, a most desirable procedure, obvious but 
often overlooked, is tc contact past employers of the 
prospective consulting firm(s), preferably those for 
whom work has been done similar to that under con- 
sideration. This reasoning is based on the fact that 
past efforts are the best criterion of future work. 
Reputable firms welcome such inquiries and have 
no hesitation about providing reference companies 
for which they have worked; in fact, the consul- 
tant’s best recommendation is past performance. 
This reasoning and procedure can be extended to 
individuals within the consulting firm who will 
actually do the proposed work, since there is con- 
siderable variation between and within firms in 
terms of qualifications of personnel. Certainly it is 
good business and within the province of the em- 
ployer to satisfy himself in regard to the character, 
skills, and experience of a prospective employee, 
which is the status of the consultant. It is good also 
for future consultant-client relations. 

Once evidence of satisfactory competence in the 
proposed work area has been established on the 
part of the consultant(s) selected for consideration, 
attention is then turned to specifics of the work to 
be done. 


How to Set the Problem or Project 

There is no doubt but that the most ‘frequent 
causes of dissatisfaction in client-consultant rela- 
tionships have arisen from vagueness or lack of 
prior and mutual understanding in regard to the 
nature and extent of the consultant’s services. As a 
consequence, the client should always define his 
objectives, problems, or projects as clearly as pos- 
sible and present them to the consultant prior to 
any commitment. The latter should then develop 
a “proposal,” in writing, presenting his analysis of 
the situation and including a detailed accounting of 
how he proposes to proceed, time schedule, costs 
involved, and the objectives to be attained. In this 
way, not only are misunderstandings avoided but, in 
addition, the client is in a better position to evaluate 
the benefits to be accrued from the undertaking 
and will gain the confidence which accompanies in- 
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formation. If several consultants are considered, 
proposals may be requested from each and used as 
a further basis for comparison. 

Work is ready to begin only when both parties 
accept and understand thoroughly all aspects of the 
proposal. 


How to Work with the Consultant 

Needless to say, the consultant must work with 
and have the backing of top management if his 
efforts are to be of maximum effectiveness. At the 
same time, steps should be taken to facilitate his 
acceptance by company personnel who resist change 
or who are skeptical of outsiders or “experts.” 
Ordinarily, this is done by first having a member 
of top management explain the need for and the 
nature of the proposed program to company per- 
sonnel affected. Second, company personnel should 
be encouraged to participate in the program in every 
way practical and to the fullest extent, since famili- 
arity promotes acceptance and lessens apprehension. 
Valuable training of company personnel becomes 
an important by-product. 

Extending this line of thought, there are two 
basic approaches to the use of a consultant. One is 
to turn the project, part and parcel, over to the 
consultant who supplies all personnel and effort 
needed for its completion and in the end presents 
management with a “package” program or report 
of findings. The second is to plan the program so 
that company personnel may be used to a varying 
extent, depending upon their availability and the 
nature of the work. Ordinarily, this second approach 
will extend the time involved but will yield superior 
results on a “value received” basis. In addition to 
the training value and the promotion of acceptance 
of the consultant’s services among company per- 
sonnel, this second approach serves to: 


a. lessen expense to the company, since in most cases 
some routine work wil! be involved which can he done more 
economically by company employees already familiar with 
company files, equipment, procedures, and personnel; 

b. utilize experience of company personnel already 
versed in the idiosyncrasies, precedents, and practices of the 
particular industry; and 

c. facilitate follow-up and solution of any subsequent 
difficulties by virtue of interpersonal relationships estab- 
lished through co-operative efforts of consultant and client 
comnany personnel. 


Management should, of course, be kept informed 
as to the progress of the consultant’s work. Periodic 
reports are a basic responsibility of the consultant 
and may be written or verbal. Once the consultant’s 
work is completed, it is then the responsibility of 
management to satisfy itself in regard to specific 
details, methods of implementation, and provision 
for follow-up if such is needed and if not done 
previously. Most consultants and most companies 
prefer subsequent conferences at intervals for this 
purpose. In practice, it will be found that it is often 
advantageous to utilize the consultant’s services 
further on a retainer basis in order to assure con- 
tinuity of a newly established program and to assure 
that it operates at maximum effectiveness. 








THE BUSINESS HISTORY 


Il. Business History in Academic 
Curricula: Central or Peripheral 


A. K. Steigerwalt 


AN HISTORICAL PERSPECTIVE FOR BUSINESS 
LEADERS 


At a time when the demand for responsible, com- 
petent, and imaginative business leadership greatly 
exceeds the supply, higher education for business is 
in a state of ferment, criticized from without and 
seized from within by growing doubts about the ap- 
propriateness of the curriculum in general and 
course offerings in particular. The pressure upon 
schools of business administration to devise cur- 
ricula aimed at developing in their students the 
intellectual and moral as well as the professional 
skills needed both by society and business has been 
intensified by the recent publication of two compre- 
hensive studies of collegiate education for business.! 
These competent critics have pointed out the vast 
gulf “between what society needs and what busi- 
ness schools are offering” and urge that curricula 
be revised to meet general as well as specific needs 
for the next generation. Arguing that no business 
school has grounds for complacency they contend 
that “Education for business must be a dynamic 
thing” and that the house of business intellect must 
be soon put in order. What these critics argue for, 
in the last analysis, is the kind of curriculum that 
permits the education of young men and women 
in the art of organizational skill and the manage- 





1 See Robert Aaron Gordon and James Edwin Howell, Higher Educa- 
tion for Business (New York: Columbia University Press, 1959), and Frank 
C. Pierson, et al, The Education of American Businessmen (New York: 
McGraw-Hill, 1959). 
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ment of economic variables in the context of a com- 
plex and dynamic society, composed of a variety 
of institutions, and an almost infinite variety of 
human beings. They want to develop a kind of per- 
ceptive leadership with a “built-in” capacity to make 
meaningful or productive adjustments to change 
by relating clearly the new to the old and the past 
to the present and future. Because change is given 
in the context of the business career, the business- 
man needs breadth as well as depth of knowledge, 
flexibility of mind and a well developed historical 
perspective. 

As these authors have criticized business schools 
for their failure to produce individuals with a well 
developed historical perspective, so too have busi- 
nessmen criticized businessmen for the same in- 
adequacy. James C. Worthy, a Vice-President of 
Sears-Roebuck and Company and sometime Assist- 
ant Secretary of Commerce, has noted that: 


American businessmen as a group display remarkably 
little sense of history—at least so far as business is 
concerned. This is a curious fact because, with respect 
to other aspects of their past, the American people, in- 
cluding businessmen, have a well developed historical 
sense. However, the failure of businessmen to appreciate 
—indeed even to be aware of—the history of their own 
institution is potentially dangerous, because no leader- 
ship group can survive for long without the sure touch 
and sense of direction that comes from awareness and 
knowledge of his own history. What is needed is not 
preoccupation with the past but a better understanding 
of how the present evolved out of the past and how the 
future is in a process of evolving out of the present. 
The businessman needs a more acute sense of where 
business is going, and he cannot have that in proper 
degree without knowing where it has been. Herein lies 
a particularly critical failure of the schools of business, 
because the study and teaching of “business” history 
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as distinct from “economic” and “social” history is a 
comparatively recent and still highly restricted develop- 
ment. 

The authorities cited and the arguments made are 


not intended to support any proposal that the “new” 
business schoo] curriculum be history centered, only 
history oriented. It is not the purpose here to argue 
that history is superior to marketing or accounting 
or statistics, but it is argued that business history 
should be made an important part of the curriculum 
in order that future businessmen exhibit the de- 
gree of historical insight necessary to sustained 
leadership. 

The word “history” generates different reactions 
in each individual and, although the reader doesn’t 
reveal it, he might react negatively toward history. 
Were history only concerned with what happened, 
when it happened, and to whom it happened and 
had it only an antiquarian bent, the appropriate 
reaction to the suggestion that we pay more atten- 
tion to history would be “so what.” On the other 
hand, mature historians practice a craft that can 
shed a great light of insight not only on the devel- 
opment of American political institutions but also 
on the development of American business, economic 
institutions, and ideas. History is primarily method 
and invokes essentially the comparison and analysis 
of events or ideas or institutions over time, with 
the major objective of finding significant relation- 
ships or causal factors to explain and to understand 
the antecedents of the present, the present itself, 
as well as the nature of man and his institutions. 
History develops the kind of intellectual orientation 
that makes the present more meaningful and the 
future understandable. This is an eminently prac- 
tical and useful approach to developing in potential 
business leaders the breadth of knowledge and his- 
torical perspective necessary to the flexibility of 
mind which will enable them maturely to live with 
the change and uncertainty which are the very es- 
sence of the life of the businessman. Recessions, re- 
ductions in force, innovations, political upheavals, 
and significant changes in the climate of opinion 
in the society in which business exists will not then 
be used as an excuse by businessmen for pressing 
“the panic button,” for these things will be recog- 
nized for what they are. In addition, the historical 
sense will make more effective the businessman’s 
articulate opposition to facets of public policy which 
he believes detrimental to business, for he will be 
able to draw upon evidence and not rhetoric alone. 
Emotional and superficial reactions to change in 
society are dangerous and particularly so when 
these are the reactions of a significant segment 
of the leadership in society. In addition, the use 
of the historical approach with its emphasis upon 
factual research and an incessant pursuit of the 
truth will add stature to the attempt to raise the 





2 James C. Worthy, “Education for Business Leadership,” Journal 
of Business, XXVIII (January, 1955), 78-79. 
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ethical level of business behavior and make intellec- 
tual honesty the standard in the profession. 


ADAPTATION OF CURRICULA TO NEEDS OF 
BUSINESSMAN 


Any recommendation for change in the orienta- 
tion or content of courses in business administra- 
tion will have to be made carefully and in a manner 
compatible with the primary function of education 
for business. Although this function has been ex- 
pressed in a number of different ways, I prefer to 
urge that professional education for business should 
be a preparation for social leadership and not mere- 
ly for technical leadership and that curricula and 
faculties should be developed to support this objec- 
tive. To support this proposition let me only cite 
for you the current “fad” for political activity now 
seizing the business community. For many different 
reasons, noble and otherwise, businessmen are ven- 
turing into an area so different from the realm 
which they know so well that our larger corpora- 
tions are now creating posts for public affairs ad- 
visors, mass communications consultants, and hiring 
many different kinds of specialists in the social 
sciences to assist them in solving the problem of 
accommodating the corporation to a changing cli- 
mate of opinion and to changing institutional pat- 
terns in American society. Twenty years ago no one 
could have seen the emergence of this phenomenon, 
and neither business schools nor any other schools 
for that matter can be criticized for failure to pre- 
pare the businessman for political activity ; but this 
does serve as evidence that education for business 
should be broadly based and that, as well as develop- 
ing an insight into the operation of the business 
firm in all of its ramifications, the business school 
student should also be exposed effectively to the 
nature and direction of American civilization. This 
is particularly true when it is recognized that busi- 
ness schools have been too eager to take their cue 
from the business community rather than from 
their own intellectual convictions based upon a 
knowledge of and an insight into the needs of busi- 
ness and the needs of American society, of which 
business, it must be admitted, is a part. As evi- 
dence of the “other directedness” rather than 
“inner-directedness” of business schools, there is a 
predictably increasing concern in business curricula 
for political science, not because political science is 
a valid discipline but because businessmen are now 
expressing an interest in it, an interest which is 
assuming epidemic proportions. 


Suggestions for Improving Curricula 

Specifically, there are probably three ways, if 
not more, whereby courses and curricula in business 
administration can be improved in a manner that 


1 








will assist in making schools of business administra- 
tion more effective as institutions, and their stu- 
dents more effective as businessmen and as human 
beings. One way is to relate more effectively than 
has been done in the past the courses in the cur- 
ricula to the underlying social science disciplines 
such as sociology, social psychology, anthropology, 
and economics. A second way is explicitly to assimi- 
late into business courses the historical method in 
terms of both institutions and ideas. In the realm 
of ideas, the writings of outstanding authorities in 
the functional fields may be studied extensively in 
the original and the unity or diversity of the 
thought analyzed with a view to finding the uni- 
versal element that runs through all writing in the 
field or the changes and convolutions which have 
occurred in the major ideas and the surrounding 
circumstances which explain such change. 

Finally, serious consideration should be given to 
the addition to curricula of a mature course in busi- 
ness history. Probably some readers have a knowl- 
edgeable acquaintance with the subject, while many 
others have only a nodding acquaintance with it. 
Business history is the study of the origin and de- 
velopment of individual business firms with the 
emphasis upon policy making, management, and 
control. It bears the same relationship (or should 
bear if it is well done) to economic history that 
microeconomics bears to macroeconomics. This focus 
upon the individual firm and critical analysis of 
the evolution of business policy in its social or cul- 
tural setting adds another dimension to the training 
of future businessmen. In addition to focusing upon 
the individual] firm, business history at its best 
also points out the significant relationships which 
exist between the business firm and the industry, 
between industries, and between the business firm 
and the society in which it exists. The impact of 
the study of business history is heightened by 
taking the comparative approach toward business 
policies at different periods in American history, 
analyzing the appropriateness or lack of appropri- 
ateness of such policies, and attempting to defend 
either position. It is particularly appropriate that 
such a course be taught in the business school in 
order that its focus be consonant with the educa- 
tiona] program of the school and to insure that the 
materia] used in the course is related in an effective 
way to the functional fields of business adminis- 
tration. 


THE PLACE OF THE BUSINESS HISTORY IN THE 
CURRICULA 


Some expansion of the foregoing position is nec- 
essary vis a vis the role of business history in busi- 
ness schools curricula. In the first instance, the aca- 
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demic level of the student body, graduate or under- 
graduate, will determine the extent to which such a 
course will fulfill great expectations. At the under- 
graduate level prior to the senior year, a mature 
synthesis of the role of business in American history 
is neither possible nor desirable inasmuch as one of 
the tools of historical analysis is a knowledge of the 
functional fields in business administration and 
policy. Since every man is in life his own historian, 
the maturity required for historical reflection is 
such that at the undergraduate level senior status 
should be a prerequisite. To the proposition that bus- 
iness history be a mature, challenging search for 
synthesis and understanding offered at the senior or 
graduate level only, there should be added the policy 
of requiring all students to elect such a course. 
Business school faculty should be intellectually con- 
vinced that such a course is desirable and imple- 
ment this conviction in a positive way. To those 
who would oppose such a proposal, let it be said 
that elective opportunities on the part of students 
should be reasonably restricted in professional 
schools because commitment to a profession should 
require submission to intellectual discipline of an 
order not evident in nonprofessiona] schools. Finally, 
business history should be taught in schools of busi- 
ness administration rather than as a service course 
offered by other departments or schools within the 
university. There are many reasons for this stand, 
but only the more important ones will be mentioned. 
A faculty member not professionally committed to 
business history and to higher education for busi- 
ness is restricted in his influence and interest when 
he is not a member of the business school faculty. 
He may, and frequently does, if he is a member of 
a department of history, deviate from a primary 
concern for business history because of environ- 
mental or personal or even professional considera- 
tions. Moreover, coordination and integration of the 
business history course with the curriculum of the 
business school is made less effective or more dif- 
ficult by such intra-university distances, both 
physical and intellectual. Therefore, the advantages 
seem to lie in the direction of having business his- 
tory taught in schools of business administration 
by professionally-qualified business historians who 
are committed to the goals of collegiate education 
for business. 

It is believed that the writing and study of busi- 
ness history will help to produce even better busi- 
nessmen and at the same time improve substantially 
public understanding of the contributions made by 
businessmen, past and present, to the greatness we 
refer to as “American Civilization.” As Alfred 
North Whitehead has noted, “A great society is a 
society in which its men of business think greatly 
of their functions.’ 


—_—— 


3 Alfred North Whitehead, Adventure of Ideas (New York: Macmillan 
Company, 1933), p. 134. 
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Professor Sargent’s article is based on his recent study, Consumer-Product Rating Publications and 
Buying Behavior. This monograph (85 payes, $1.50) may be obtained from the Bureau of Economic and 
Business Research, University of Illinois, Box 658, Station A, Champaign, Illinois. The study undertakes 
to (1) establish the influence of consumer product-testing and reporting services on the purchasing be- 
havior of households, and (2) relate this influence to audience characteristics. 


The Influence of Consumer-Product Testing and Rating Organizations on 


THE CONSUMER'S 


Hugh W. Sargent 
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BUYING BEHAVIOR 


In the 1930’s government economists, market re- 
searchers, business executives, and social scientists 
were preoccupied with analyzing the “consumer 
movement”; in the period since World War II they 
have been increasingly preoccupied with “consumer 
motivation,” which is understandable in the light of 
the high-level prosperity of the postwar period and 
the improvement in social research techniques for 
observing the behavior of consumers in the market. 
In 1952 the Committee for Research on Consumer 
Attitudes and Behavior was formed, and one impor- 
tant area of investigation identified by the Com- 
mittee centered on the purchase decisions of house- 
holds.? 

This article is a brief report on an experimental! 
study concerning, chiefly, the effects of mass com- 
munication—the influence on consumers exerted by 
the published reports of the consumer-product test- 
ing and rating organizations: specifically, whether 
the monthly magazines and the cumulative buying 
guides published by Consumer Research, Incorpo- 
rated, of Washington, New Jersey, and by Con- 
sumers Union of Mount Vernon, New York, affect 
the buying behavior of those households which refer 
to them for advice. 


PRINCIPLES OF MASS COMMUNICATIONS 
Certain mass communications principles were 





1 One of the first studies sponsored by this group was “A Study of 
Purchase Decisions,” which, it was hoped, would serve as a model for 
subsequent investigations: George Katona and Eva Mueller, “A Study of 
Purchase Decisions,’’ Consumer Behavior, edited by Lincoln H. Clark (New 
York: New York University Press, 1954), I, 30-87. This was directed by 
one of the cofounders of the Committee, Dr. George Katona of the Univer- 
sity of Michigan Survey Research Center. whose academic endeavors em- 
brace both economics and psychology. See George Katona, Psychological 
Analysis of Economic Behavior (New York: McGraw-Hill Book Company, 
1951) and The Powerful Consumer (New York: McGraw-Hill Book Com- 
pany, 1960). 
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considered in designing the study. Dr. Wilbur 
Schramm, well-known analyst, synthesizer, and 
recorder of communication theory, points out that 
there are two things one can say with confidence 
about communication effects. One is that a message 
is much more likely to succeed if it fits the pat- 
tern of understandings, attitudes, values, and goals 
that a receiver has; or at least if it starts with this 
pattern and tries to shape it slightly.? 

Communications work slowly, if at all, for people 
believe what they want to believe, and they select 
those ideas with which they already agree. So it 
must be with the adherents of the consumer-product 
reporting publications. The people who pay heed to 
the advice about brands and makes of consumer 
goods contained in the monthly reports of the two 
consumer-product testing organizations believe in 
and act upon the advice of the Consumer Research 
Bulletin or Consumers Union Reports either because 
they agree with the underlying policies of these 
publications or because the publications were sug- 
gested to them by readers whose opinions they share 
and respect. 

The second thing Schramm says with confidence 
about communication effects is “that they are re- 
sultants of a number of forces, of which the com- 
municator can really control only one.’? The sender 
can shape his message and can decide when and 
where to introduce it, but the message is only one 
of at least four important elements that determine 
what response occurs. The other three are the situa- 
tion in which the communication is received, the 
personality needs of the receiver, and his group re- 
lationships and standards. 

For these reasons, warns Schramm, it is danger- 
ous to try to predict exactly what will be the effect 
of any message except the simplest one in the sim- 
plest situation. It will be seen then that the message 
originator can shape his message in accordance with 
the principles, but having done all in his power to 
abide by them, he can only “hope” conditions are 
tavorable on the part of the message recipient. 

Since magazine editors must constantly sense the 
pulse of their subscribers if their publications are 
to prosper, one can infer that the editors of the 
consumer reporting publications vigilantly study 
their audiences in order to give them the fare which 
will attract their attention, be semantically adapted, 
meet their personality needs, and harmonize with 
the group values and aspirations of the greatest 
number of readers. 





2 Wilbur Schramm, “How Communication Works,” The Process and 
Effects of Mass Communication, edited by Wilbur Schramm (Urbana. Uni- 
versity of Illinois Press, 1954), p. 16. Schramm illustrates the slow and 
difficult process of changing attitudes and modifying behavior by intro- 
ducing his classic analogy of communication messages to drops of cal- 
careous water forming a stalagmite in a cave. Each drop leaves only a 
tiny residue, yet together all these drops do build the stalagmite, and over 
the years it changes considerably in size and somewhat in shape. “This 
is the way our environment drips into us, drop by drop, each drop leaving 
a little residue, each tending to follow the existing pattern. 

3 Ibid., p. 17. 
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SURVEY PROCEDURE 
Communications Analyses 

Three kinds of communications analysis were em- 
ployed in this study. In the first place, the monthly 
issues of both the Consumer Research Bulletin 
and the Consumers Union Reports for the 24-month 
period preceding this survey were subjected to 
content analysis in order to determine what products 
had been reported on and what ratings had been 
assigned by the testing agencies. Effect analysis was 
accomplished by measuring the congruence between 
brand purchases of the consumer publication ad- 
herents and the recommendations and ratings pub- 
lished therein. Audience analysis was closely associ- 
ated with effect analysis in that the social and 
economic characteristics of the close followers of 
the consumer magazine ratings were compared with 
those of occasional and non-followers. 

Theoretical Assumptions 

In several respects the Katona-Mueller study of 
purchase decisions‘ served as an inspiration for this 
study. In the first place, it is fundamental with 
Katona that households serve as the unit of investi- 
gation. In the second place, Katona assumes that 
households in the aggregate can be treated statisti- 
cally as “microeconomic” units to yield valid gen- 
eralizations. Furthermore, Katona believes that de- 
cision is the central topic of his psychological 
economics. Similarly, theoretical assumptions made 
in the study follow those of Katona-Mueller— 
namely, that consumer choice is a function of both 
enabling conditions and motivational forces, and a 
display of two types of purchasing behavior: (1) 
when strong motivational forces are present the 
consumer indulges in problem-solving—the weigh- 
ing of alternatives and the thinking about conse- 
quences; (2) in the case of routine purchases of 
inexpensive commodities, he follows habitual learn- 
ing patterns which have been reinforced by the 
satisfaction he has had with the purchase. 

An unprecedented increase in the purchasing 
power of United States consumers, with an attend- 
ant rise in discretionary buying power for the 
majority of households, provided the enabling 
force for the “spree” in consumer spending which 
has taken place since World War II; and a shift 
in the prevailing American personality type from 
“inner directed” to “other directed” appears to be 
the motivating force® that has resulted in Ameri- 
cans’ placing a greater premium than ever before 
on expertness in consumption. At the risk of over- 
simplification it might be said that, in an economy 
of scarcity, expertness is desirable so that consumers 
might maximize their incomes through careful 
spending; in an economy of abundance the consumer 
is not so much concerned with stretching his income 





4 Katona and Mueller, op. cit. 

5 The author is indebted to George Katona, Psychological Analysis 
—— Behavior, op. cit., for the concepts “enabling” and “moti- 
va ag 
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as with expanding his enjoyment. Regardless of the 
consumer’s motivation (which of course depends 
upon the enabling circumstances), he needs com- 
plete and reliable information about the products 
and services available to him. This information may 
come from: (1) past experience with the product; 
(2) advice of friends, neighbors, or fellow-workers; 
(3) the manufacturer or distributor, direct (pro- 
vided by salesmen and dealers) or indirect (as in 
advertisements); (4) editorial matter; or (5) 
consumer-product testing and reporting organiza- 
tions. 

Since the motivations of the consuming household 
vary with the enabling factors in the situation, one 
would expect to find deliberation taking place (and 
the seeking of advice from expert sources, such as 
the consumer reporting publications) when a prod- 
uct is being considered that is: 


(1) new to the household (or to the entire market) 

(2) of relatively high cost (a durable good, such as a 
refrigerator) . . 

(3) mechanically or electronically complex, with “hidden 
qualities” (such as a television set or a camera) 

(4) not considered justified in the household budget 

(5) the result of a change in attitude or goals within the 
house due to a change in internal or external factors (e.g., 
changes in life cycle such as birth of a child, marriage of a 
child, death of spouse; change in living conditions such as 
promotion, geographical relocation, or change of income out- 
look due to economic conditions). . ' 

On the other hand, little or no genuine delibera- 
tion or decision-making behavior is likely to take 
place when the product is: 

(1) a low-cost, repeated purchase (e.g., grocery staples, 
household products such as cleansers, soap, or other con- 
venience or impulse items) 

(2) purchased as a matter of of urgency or convenience 
(bread at neighborhood grocery which is open on Sunday, 
or repairs for a refrigerator which breaks down during a 
heat wave) 

(3) available at a special price or discount 

(4) one for which brand loyalty is either nonexistent or 
unimportant (sugar, green vegetables, or thread) 

(5) one in which the purchasing household has no concern 
—hbecause it is either too poor, too wealthy, or too indifferent 
(or ignorant) 

(6) one for which decision-making is undesirable or un- 
necessary because of some other circumstances (such as 
receiving the product as a gift, or being connected with a 
family business which handles a particular line or brand). 

These, then, would seem to be the most likely 


motivational factors which govern the degree of 
deliberation before purchase and the presence or 
absence of information-seeking activity. 

This study assumed that the consumer reporting 
publications are important sources of information 
for households which subscribe to them.* The logic 
here, of course, is that a household which is willing 
to pay the subscription price of the monthly CR 
(Consumer Research) Bulletin or the CU (Con- 
sumers Union) Reports, or their annual issues, 
would make some reference to them prior to pur- 
chasing. There is presumably less certainty, of 





6 The writer, taking a conservative view, defines ‘‘subscribers” as 
those households which not only subscribe to, but definitely state that 
they have consulted, one of the consumer reporting publications within 
the period of this study. “‘Consulter’” households are those which do not 
subscribe to, but have consulted, one of the publications during the period 
studied. 
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course, about reliance on the reports by households 
which may consult but do not subscribe. Professor 
Eugene R. Beem felt that nonsubscribers who volun- 
tarily sought out advice from the consumer reports 
for a particular category of purchases were prob- 
ably guided by the published ratings and advice.* 

The formal hypotheses which grew cut of the 
foregoing theoretical assumptions will not be pre- 
sented here since they are discussed in connection 
with the “Findings.” 

Research Design 

The central purpose of the research design was 
to find out from households what brands of selected 
durable goods they had purchased in the twenty- 
four months preceding the study and what brands 
of selected nondurable goods they usually bought. 
Then by comparing brands actually purchased with 
those recommended in the reports published in the 
Consumer Reports and the Consumer Research 
Bulletin for the same period, an influence of these 
publications on their readers could be assumed, pro- 
vided that consistent differences between the brand 
purchases of readers and nonreaders existed. 

It was patent at the outset that if the purchase 
patterns of households referring to the consumer 
publications were to be studied, a sample of these 
households would have to be queried. The basic 
strategy in the project was to compare subscribing 
and consulting households with nonconsulting house- 
holds. Hence, it was desirable to have in the sample 
approximately the same number of households 
which did not consult as those which did. The sur- 
vey was done by questionnaire and six midwestern 
states (Illinois, Indiana, Iowa, Michigan, Missouri, 
and Wisconsin) were selected as the sample area.* 


SUMMARY OF FINDINGS: 
CONSUMER-PRODUCT REPORTING PUBLICATIONS 
AND THEIR USES 

Influence on Purchasing Patterns 

The basic hypothesis of the entire study assumed 
that those households which subscribe to a con- 
sumer-product reporting publication and _ those 
households which consult but do not subscribe are 
guided by the product ratings and buying advice 
contained in these publications. Evidence was found 
that the published brand ratings do have an in- 
fluence upon the buying patterns of those house- 
holds which refer to them. 

This finding was further broken down. Since the 
household which subscribes to a publication may be 
presumed to have greater access to the reports and 
to be more strongly motivated to use them, by virtue 
of willingness to expend the price of subscription, 





7 Cf. Eugene R. Beem, Consumer-Financed Testing and Rating 
Agencies in the United States, unpublished Doctor’s dissertation, Univer- 
sity of Pennsylvania, 1951, p. 198. 

8 The primary reason for this selection was that the author felt that 
this was a representative area since it included a variety of agricultural 
and industrial enterprises as well as a good balance among urban, small 
town, and rural population. 
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than the “consulting only” household, it was ex- 
pected that in the majority of cases subscribing 
households would buy more in accordance with the 
recommended brand ratings than would the con- 
sulting households. The data of this study showed 
that households which subscribe to these publica- 
tions follow the recommendations about brands just 
about as closely as do those households which con- 
sult but do not subscribe. 
Major-Purchase Decisions 

It was further postulated that all of the house- 
holds which refer to the ratings, subscribers and 
consulters alike, make more use of them for durable- 
good purchases than for nondurables. The reason- 
ing behind this was that more problem-solving 
behavior would be indulged in if a major purchase 
decision were involved and that many nondurable 
goods would be purchased in a routine or habitual 
manner, or on the spur of the moment. It was found 
that this corollary of the basic hypothesis was sub- 
stantiated: all of the households—both subscribers 
and consulters—which refer to the ratings and 
recommendations follow the reports more closely 
for major than for minor purchases. Thus it is ap- 
parent that for approximately 1.1 million® house- 
holds, and possibly for an additional 1.5 million 
which borrow copies from libraries, friends, or 
relatives or have “group subscriptions,” these re- 
ports have some guidance value.?° 
Extent of Shopping Activity 

Analysis was made of the shopping habits and 
socioeconomic characteristics of the report-reading 
households as compared with those of nonreading 
families. The second hypothesis stated that when an 
important buying decision is contemplated and 
when there is adequate time for investigation, sub- 
scribing and consulting households participate in 
more shopping activity than do nonconsulting house- 
holds. This postulate was based on the assumption 
that the motivation to indulge in information- 
seeking activity is higher in report-reading house- 
holds, as is evidenced by the fact that they consult 
the consumer-product reporting publications 
(among other sources)—in short, that they are 
alert consumers seeking to maximize their incomes 
and enjoyment through competent buying decisions. 
This hypothesis was further based on the assump- 
tion that when the purchase is judged an important 
one, a full-scale investigation of the market takes 
place. It was established by the survey data that the 
households which consult the publications as a 
source of buying information do, on the whole, more 
shopping around than do the nonconsulting house- 
holds. 





9 Based on the monthly subscription figures and newsstand sales of 
the two publications. 

10 Sylvia Lane, A Study of Selected Agencies That Evaluate Consumer 
Goods Qualitatively in the United States, unpublished Doctor’s disserta- 
tion, University of Southern California, 1957, p. 225. Professor Lane esti- 
mates that about 4 per cent of the U. 8S. spending units read the CU 
Reports regularly and about .6 per cent read the CR Bulletin, meaning 
2.5 million spending units, all told. 
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Closely related to the amount of shopping around 
indulged in are the number of sources considered 
as bases for decision-making. The corollary assump- 
tion was that subscribing and consulting households 
which make a practice of shopping thoroughly and 
extensively would try to gather information from 
as many different sources as possible, so that all 
of the factors might be weighed and cross-checked. 
It was found, as anticipated, that these households 
do consider more different kinds of factors than do 
the nonsubscribing and nonconsulting households. 
All in all, the subscribers and consulters are more 
“communication-oriented” and more information- 
seeking than are the nonsubscribers and noncon- 
sulters. 

Educational Level 

Since the seeking of information and the dis- 
position to indulge in problem-solving behavior is 
stronger in the report-reading households, it was 
assumed that such activity is evidence of a higher 
degree of intelligence, on the whole, than would be 
found in households at large. It was shown by the 
survey that the heads of subscribing and consulting 
households had attained educational levels above 
the average for those of the nonsubscribing and non- 
consulting households. The better-educated thus in- 
dicate a desire for expert counseling in their efforts 
towards increasing their standards of living. 
Income 

High incomes have usually been related to edu- 
cation. As expected, the reading households were 
found to have total incomes, on the average, higher 
than those of nonreading families; the subscribers 
exceeded the consulters in the income bracket above 
$10,000 while the consulters predominated in the 
$5,500 to $10,000 range, leading to the conclusion 
that the consulters included many families who were 
in a heavy purchasing phase but for some reason did 
not see fit to subscribe. 

Occupational Patterns 

These findings about family income, coupled with 
the findings on education, substantiating previous 
findings about the audiences of the consumer publi- 
cations, gave rise to the inference that the heads 
of subscribing and consulting households in this six- 
state sample would follow the same occupational 
patterns as CU had established through its recent 
annual questionnaire to subscribers—a heavy repre- 
sentation of the professional and technical occupa- 
tions among its readers. 

Age 

The profile of the CU and CR readers was further 
delineated. For several reasons it was assumed that, 
on the average, the heads of households who refer 
to the reports would be younger than those who 
do not. In the first place, the period of household 
formation is that time in the life cycle when durable 
goods are bought in greater quantity than at any 
other time. In the second place, the acceptance of 
the reporting services as a guide to purchase- 
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decisions would presumably be greater among 
younger persons, especially those who had attended 
school or college after the inauguration of the re- 
porting services, which would mean during or since 
the nineteen-thirties. The hypothesis was substan- 
tiated. 
The CU vs. the CR Household 

A comparison of the CU households with the CR 
households revealed that they are fairly similar in 
their buying behavior, socioeconomic characteristics, 
and opinions about the service they subscribe to or 
consult. In their shopping habits and in their in- 
formation-seeking before purchase, the followers of 
the two publications are very similar; likewise, they 
are much alike in regard to income and age. A 
somewhat higher level of educational attainment 
has been achieved by the heads of CR households 
than by the heads of CU households. In their opin- 
ions about the helpfulness and reliability of the 
services the CU subscribers seemed slightly more 
favorable than did the CR subscribers. This finding 
led to the observation that the lower degree of ap- 
proval might be related to the fact that there were 
many more CR subscribers who had received the 
publication “‘under 3 years” and that there were not 
as many who had taken the Bulletin for five years 
or more. 
Profile of Readers 

The composite profile of the readers of the report- 
ing publications, then, might be summarized as 
follows: These households are good shoppers, on 
the whole, apparently more alert and aggressive in 
their consumption decisions than most American 
households. They are above average in their income 
and educational attainments. Whether they live on 
farms, in cities, or elsewhere they are anxious to 
improve their expertness in spending. On the aver- 
age, they are young households, at that point in the 
life cycle at which much purchasing, particularly 
of durable goods, is going on. They are fairly ob- 
jective in their decision, using the reports as one 
source of buying information and weighing the 
ratings and recommendations against their own ex- 
periences and the opinions of others, sometimes 
rejecting the recommendations if local conditions 
and price opportunities dictate otherwise. They are, 
in short, an intelligent and discerning group of 
consumers. 


FINDINGS AS THEY RELATE TO MARKET CONDITIONS 
AND COMMUNICATIONS THEORY 

What do the findings noted above mean when 
viewed against the general character of the Ameri- 
can consumer market of the fifties and in relation 
to communications theory? 

First, the tremendous growth of these publications 
attests not only to the eagerness of Americans to 
consume but also to their desire, in constantly in- 


November 1960 


creasing numbers, to consume expertly in this era 
of great market complexity. While indigenous 
Yankee thrift still manifests itself (as is evidenced 
by the number of respondents, particularly in the 
under $10,000 income level, who consider price as a 
factor of decision), one sees evidence that what the 
majority of the report-reading consumers wants is 
accurate information about brands. The emphasis 
has shifted—perhaps further than the editorial 
staffs of the publications realize—from budgeting 
and thrift motivations on the part of their readers 
to the desire to spend for those commodities which 
will bring maximum enjoyment in this new leisure- 
oriented society. 

The growth of the great mass middle market 
(composed of families with incomes of $5,000 to 
$10,000) is reflected in the findings about the CU 
and CR audiences. With the majority of their read- 
ers falling into this “new American market,” the 
propensity to spend is great and the discretionary 
income considerable. 

What are the implications for communications 
theory seen in the findings of this study? First of 
all, one sees evidence of recognizable effects exerted 
on their audiences by these publications. In view of 
the gradual and almost imperceptible working of the 
communications process it is remarkable, indeed, 
that such measurable results as those reported in 
this study should have been discovered. Apparently 
these publications are a trusted source of product 
information meeting fairly well the needs of those 
who consult them. 

This study recognizes the number of variables 
which go into the complex problem of e/fect. Edu- 
cation has been emphasized as one of the most im- 
portant of these. It has been established in com- 
munications research that the more highly-educated 
persons rely more heavily on the serious types of 
mass communications (books, magazines, and news- 
papers) in contrast to the less serious content of the 
broadcast media, which are more entertaining and 
less instructional. Likewise, the better-educated per- 
son is more likely to expose himself to many forms 
of mass and interpersonal communication. It ap- 
pears to the writer that the audiences of CU and 
CR reflect those “communications habits” in regard 
to information-seeking for purposes of consumption. 
Another established principle in communication 
theory is that the higher his educational level, the 
more likely the person is to be influenced by a two- 
sided rather than a one-sided presentation of facts. 
The above-average education level of subscribing 
and consulting households can thus be the reason 
for the seeking of several sources of information 
and the unwillingness to accept any one source as 
“gospel truth.” 

The author sees in the findings of this study, 
then, some rather interesting implications for com- 
munications theory, particularly those dealing with 
mass audiences. 
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In “The Management Forum” of the April 1960 Economic Review, Dr. McMahon's subject was “Executives are Grown— 
Not Made.” He stressed the fact that there must be a shift in emphasis as an individual grows into the executive level— 


no longer is his primary satisfaction derived from his own producti 


enthusiasm, learning, and performance of his subordinates. 


Essentials in Executive Growth 


As an individual grows in executive leadership, 
many shifts in attitudes and emphasis must take 
place. An interpretation of these changes from be- 
ing selfish to selfless would be an erroneous and 
dangerous oversimplification. The difference is that 
with executive responsibility a person is no longer 
judged primarily on the basis of what he himself 
accomplishes but rather is judged on the basis of 
what happens to those under this supervision; and 
the individual who is strongly motivated by self- 
interest should rather quickly recognize that if he 
is to achieve his potential he must look carefully at 
his habits in order to make the necessary changes. 


Self-Analysis. Often when a man sits down and 
discusses himself for two or three hours, this may 
be the first time in his life that he has atempted to 
make a systematic survey of his own habits. He ap- 
parently is so busy living and working that he rare- 
ly, if ever, takes time to ask the fundamental ques- 
tions of how he does things and why he behaves as 
he does. 

What is the point of surveying one’s own habits? 
Well-known principles of learning have pointed out 
the sorts of conditions which must be obtained if 
new learning or habit reformation is to occur. Some 
of these basic principles indicate that the first con- 
dition is the desire to learn or the desire to change. 
The second condition must be a willingness to ex- 
periment with one’s own behavior, a willingness to 
try to do and feel things differently than in the 
past, and a willingness to practice those feelings 
and actions and modes of thought which pay off 
until they become habitual. 

An equally important condition of such learning 
is the knowledge of the particular habits a person 
wants to change and what particular habits he 
wants to form. The setting of personal development 
goals is as important as the setting of production 
goals, work goals, and social goals. It is because of 
this that self-analysis with all its limitations is an 
indispensable tool. People behave as they do because 
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that behavior satisfies real needs. The problem of 
executive development is fundamentally the problem 
of the individual’s finding ways to satisfy the same 
needs but through modes of thinking, feeling, and 
acting which also pay off in executive performance. 

When the basic conditions mentioned above are 
met, habit reformation is not difficult. It will be 
noted that the responsibility for executive develop- 
ment is on the shoulders of the individual who is 
striving to become an executive and striving to 
broaden his executive skills. Unless the responsi- 
bility is clearly placed there, there is nothing that 
any coach can do to develop that individual. Once 
the individual himself is striving in the manner 
outlined, there is little that any boss can do to keep 
him from developing. 

The general concept of who can manage is one 
of the major concerns of this generation. Programs 
of selection and training for management cannot be 
elaborated until some of the factors which are es- 
sential in persons who are to prepare for manage- 
ment as a profession can be isolated. Medicine, law, 
and similar professions floundered in their early 
years trying to establish criteria for selection and 
education of men who would be successful in their 
respective fields. Similarly, in management, al- 
though there has been much thinking and research, 
there is just now emerging the criteria by which 
individuals can be evaluated for management 
potential. 


Intellectual Competence. In the appraisal of an 
individual’s psychological qualifications for an 
executive role, one of the critical areas is his in- 
tellectual effectiveness or intellectual competence. 
Decisiveness is a part of this area. Successful top 
executives have the mental guts to make decisions 
and make them stick. The boss who talks over his 
problems with his people and gets their angle on 
the issues is doing a lot to win their cooperation. But 
he can’t rest on that, and he can’t make them decide 
on the answer, as some do. He is the one to decide. 
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If he doesn’t, no one else will. Experience has shown 
that about the quickest way to build up tension and 
uncertainty in a subordinate is to put him under a 
man who can’t make up his mind. 


Emotional Stability. Another critical area in the 
psychological make-up of an executive is his emo- 
tional stability and control. An important item un- 
der this heading is his consistency—that is, does he 
behave in a consistent manner from day to day? 
The executive who is flighty—who fires people one 
day and rehires them the next, who talks of expan- 
sion one day and retrenchment the next—confuses 
his staff, lowers their morale, and fails to win their 
confidence. Wide gyrations of mood, manner, and 
action keep a management team in constant uproar 
and make it impossible in fact to have a team. But 
consistency has to be right. The hard-boiled, tough- 
talking executive, trying to offset his feeling of in- 
security by overexerting his authority, may be con- 
sistent; but he has as withering an effect on his 
men as does an indecisive one. 


Another element that goes into emotional stability 
is the desire to keep personal feelings out of de- 
cisions. In many instances executives become emo- 
tionally attached to certain ideas or departments 
and tend to think with their arteries instead of 
their brains when dealing with them. 


Perception in Human Relations. Another basic 
executive quality is skill in human relations. One 
principle of understanding important in this area 
is that an executive’s behavior is extremely con- 
tagious. He sets the style for the company even 
more than most people think. His people watch him 
closely all the time. What he does, they do or assume 
that it is all right for them to do. If the head of an 
organization is tough with his men, they will be 
tough with theirs—only more so. If he is open to 
suggestions, they will be, too. Whether he is auto- 
cratic or democratic; arbitrary or open-minded; 
makes hasty, vague decisions or firm, well-thought- 
out ones; the people in his organization will follow 
the same line. 


One of the most critical areas in an executive’s 
psychological make-up is his insight—his ability to 
understand himself, his own strengths and weak- 
nesses, aS well as knowing why other people act 
and feel as they do. He understands his frustrations, 
blind spots, motives, and goals. Sensitiveness to peo- 
ple—simple awareness of others—is the key element 
of insight. This is largely a matter of seeing the 
other person’s point of view and understanding his 
feelings, motives, and reactions. 


Ability to Delegate Authority. Still another basic 
executive quality, the ability to organize and direct, 
is made up mostly of the ability to delegate effec- 
tively. Is it in such a manner that the subordinate 
knows what is expected and how far he can go? 
There is no delegation if the individuals says, “I 
would really like to have Bill or Harry do some of 
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this work but they haven’t been around as long as 
I have and don’t know the job as well as I do, so I 
just do it myself to be certain that it is done right.” 
Such individuals can usually be stimulated to exam- 
ine such an attitude by raising the question of what 
would happen if they should be hit by a truck on the 
way home from work. After all, aren’t they kidding 
themselves by assuming that others are not intelli- 
gent enough to learn the things they know. Babe 
Ruth didn’t get a hit every time he went to bat. 


A Deep Concern for Others. One of the most 
difficult rungs to reach in the ladder of professional 
management is the ability to detach oneself more 
and more from operations and to apply oneself 
more and more to the development and growth of 
individuals. Out of confused organization the man- 
ager must bring clear lines of responsibility, with 
individuals assigned to those responsibilities. His 
role is one of power with people, not power over 
people. 

The most effective executive is the one who is 
deeply and continually conscious of those who work 
for him. His job is to help them as individuals de- 
velop to their fullest potential. This means that the 
effective executive is always thinking in terms of 
the strengths and the weaknesses, the problems and 
the successes of his people individually. 

If an executive is to cause those who work for 
him to produce more than they will produce for 
anybody else, he must give a lot of himself. He has 
to worry for them and with them. He must guide, 
teach, stimulate, and inspire. He must literally de- 
vote his lite to the interests and weltare of others 
so that they will respond in a way that will assure 
attainment of the goals of his leadership. There 
are teachers who are cold, mechanical, and indiffer- 
ent to their students. They give nothing but in- 
formation. Such teachers certainly do not motivate 
and inspire; they are seldom remembered. Then 
there are the great teachers who give and give and 
give of themselves so that the lives and the charac- 
ters of their students may receive benefits beyond 
mere knowledge. There are cold, meticulous physi- 
clans who take on one case after another without 
any interest in the personalities they are serving. 
They treat only the bodies of their patients. There 
are other physicians who give so much of themselves 
that the psychological and morale benefits to their 
patients are greater than the strictly physiological. 
Similarly, there are executives who are on the job 
from morning to night, going about their tasks 
coldly and efficiently without concern for individual 
human beings as such. They give nothing but time 
and brains. They are neither the great executives 
not even the more effective ones. It is those execu- 
tives in whom the human equation is strong, who 
give of their hearts and souls and who are deeply 
concerned for and interested in others, who attain 
the greatest results. 
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THE SOUTHEASTERN CORNER 


TRENDS IN 
REGIONAL AND STATE INCOME 
DIFFERENTIALS 


There is always interest among businessmen, gov- 
ernment officials, professional economists, and ordi- 
nary responsible citizens in the progress of economic 
development in their state, region, or country. To 
government officials great strides in development 
imply a certain success on their part, that their 
efforts have been well directed. To businessmen a 
high and increasing level of development means 
large and expanding markets for their products; 
and for the responsible citizen, whatever his pro- 
fessional capacity, it means a more affluent society 
in which to live. 

Since the primary concern with respect to eco- 
nomic development is the level of living for the 
people of an area, perhaps the best way of judging 
the relative progress of development of that area 


Figure 1 
Percentage Point Change, Relative to U.S. Average, 
in Per Capita Personal Income in Eight Major U.S. 
Regions, 1929 to 1959 
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Source: Basic data from United States Department of 
Commerce, Personal Income by States since 1929 (Washing- 
ton: U. S. Government Printing Office, 1956), and Survey of 
Current Business, August 1960. 
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is through comparisons of levels and rates of growth 
of per capita income in that and other areas. 

Figure 1 and Tables 1 and 2 are presented to give 
at a glance a picture of the levels and trends of in- 
come per person living in the Southeast relative to 
other regions of the nation. The data in Figure 1 
indicate that while the southeastern states have 
succeeded in obtaining increased incomes per person 
relative to the national average between 1929 and 
1959, four other major regions have experienced 
declines. That is to say, while per capita income in- 
creased in all regions of the United States during 
this period it increased at a somewhat faster rate, 
as indicated in Table 1, in the Southeast than in any 
other major region. 

Of course, the level of income per person is still 
lower in the Southeast than in any other region. 
Furthermore, a large part—perhaps most—of the 
increase which has taken place here is directly at- 
tributable to the general economic growth of the 
nation as a whole. However, it is important to note 
that there has been substantial progress toward 
narrowing the regional income differentials that 
exist, at least in terms of per cent of the national 
average. 

One should not overlook the fact, however, that 
while the southern states have gained very sub- 
stantially in percentage terms, the regional income 
differentials for the Southeast in terms of absolute 
dollars were, as indicated in Table 1, larger in 1959 
than in 1929. For example, per capita income in the 
Southeast increased from about 52.3 per cent of 
the national average in 1929 to 72.3 per cent in 
1959. At the same time the absolute dollar differ- 
ence between per capita income in the Southeast and 
the national average increased from $335 in 1929 
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to $601 in 1959. That is, while the differential was 
reduced by 20 percentage points it was, at the same 
time, increased by $266. 

Yet, while the dollar differentials between regions 
have been widening, southern people are now both 
relatively and absolutely better off than they were 
in 1929. Hence, progress has been made, though per- 
haps not to the extent that is desirable. Table 2 in- 
dicates the levels and changes in per capita income 
of eight southeastern states. Apparently. with few 
exceptions, these states have maintained approxi- 
mately the same relation to one another as existed 
in 1929. All southeastern states still have per capita 
incomes substantially below the national average. 

It is almost axiomatic that areas already highly 
developed will attract further investments and ex- 
pansions in preference to less developed areas. This 
is purely a matter of economics. Hence, the mere 
fact that the South has gained, rather than lost, 
relative to the nation perhaps should give rise to 
optimism. The South has continued to have one 
distinct advantage over most other areas, which 
probably has contributed at least as much as any- 
thing else to the rapid increase in manufacturing 
which it has experienced in recent years. That is 
its abundance of labor supply (particularly unskilled 
and semiskilled) relative to demand. Hence, earn- 
ings rates are generally lower than in other regions. 


Table 1 

Per Capita Personal Income in the 
United States and Eight Major Regions, 
Absolute Increase and Per Cent Increase, 
1929 and 1959 




















Per Capita 
Personal Income 
(dollars) Increase 
AREA 1929 1959 (dollars) Per Cent 
United States 703 2166 1463 208.1 
Far West 910 2565 1655 181.9 
Mid-East 973 2540 1567 161.0 
New England 876 2396 1520 173.5 
Great Lakes 803 2337 1534 191.0 
Rocky Mountain 596 1990 1394 233.9 
Plains 572 1978 1406 245.8 
Southwest 474 1887 1413 298.1 
Southeast 368 1565 1197 


325.3 








Source: Same as Figure 1. 


Barring unforeseen resource discoveries or popu- 
lation shifts, however, the South cannot reasonably 
expect rapidly to obtain incomes closely approaching 
the national average. As industrialization proceeds 
to the point that excess labor is absorbed and wage 
costs rise enough, relative to comparable labor else- 
where, to close the cost gap between the South and 
other areas, the rapid increases in industrialization 
which have been experienced can be expected to 
level off. 

Professor Frank Hanna of Duke University, who 
has recently completed an exhaustive study of state 
income differentials, has drawn several important 
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conclusions with regard to the determinants of such 
differentials. He has concluded that in large part 
the existing differentials can be accounted for 
chiefly by the differentials in (1) occupational 
composition, (2) industrial composition, and (3) 
age composition of the population. 


Table 2 
Per Capita Personal Income in the 
Southeast and Eight Southeastern States, 
Absolute Increase and Per Cent Increase, 
1929 and 1959 














Per Capita 
Personal Income 
(dollars) Increase 
AREA 1929 1959 (dollars) Per Cent 
Southeast 368 1565 1197 325.3 
Florida 521 1980 1459 280.0 
Louisiana 415 1575 1160 279.5 
Georgia 350 1553 1203 343.7 
Tennessee 377 1521 1144 303.4 
North Carolina 334 1485 1151 344.6 
Alabama 324 1409 1085 334.9 
South Carolina 270 1332 1062 393.3 
Mississippi 285 1162 877 307.7 





Source: Same as Figure 1. 


In the South there is a relatively large concen- 
tration of workers in low-wage occupations and in- 
dustries, the chief of which is agriculture. Further- 
more, the age composition of the southern popula- 
tion has been aptly described as like an hourglass. 
There are relatively large concentrations of people 
in older and in the very young age groups. There are 
relatively fewer people in the productive age groups 
at the middle of the age scale. Hence, a smaller pro- 
portion of the population (relative to other regions) 
working at lower earnings rates must support the 
whole population of the region. These and many 
other factors are bound up in the low-income prob- 
lem of the South. Perhaps, however, by creative im- 
agination, new resources can be developed, or new 
uses for old resources, which will lead to new loca- 
tional advantages in the South. Perhaps also, by 
population shifts and reduced birth rates, the 
South’s population surplus may be brought in line 
with employment opportunities. 

In the meantime it is not unreasonable to expect 
continued gains in the level of per capita incomes, 
both absolutely and relatively, for a long time to 
come as people move from industries and occupa- 
tions offering the meagerest returns (chiefly farm- 
ing and unskilled trades) to other more remunera- 
tive types of employment, and as the recently 
industrialized labor force gains in skills that can 
be learned only through industrial employment. 
Furthermore, as southern incomes rise, southern 
markets will expand, which may lead to sufficiently 
increased momentum in the process of industrializa- 
tion to overcome the likely eventual shortages of 
labor supply and increased wage costs. 

Roger L. Burford 


21 








August 1960 
ATLANTA AREA ECONOMIC INDICATORS 
































{ Change 
ITEM August | July % August | % pc 5 
1960 = ——-1960 Change 1959 Change em 
| | 
| | 
EMPLOYMENT ! | 
| 
Job Insurance (Unemployment) | 
III: cninininincichincitetienisleninindoss $486,806 $403,989 | +20.5 . $346,205 + 40.6 | 0.7 
Job Insurance Claimants ________ 8,608 8,560 +06 | 5,484 +57.0 | +6.0* 
Total Non-Ag. Employment -___-_- | 362,250 360,000r | +0.6 357,200 +14 +2.3* 
Manufacturing Employment ______ 83,950 | 83,050r | +1.1 | 85,900 —2.3 | —0.5* 
Average Weekly Earnings, 
Factory Workers _....----___- $79.36 $82.41r | —3.7 | $81.41 —2.5 —0.7* 
Average Weekly Hours, | 
Fastery Werner .................. 38.9 | 40.4r | —3.7 | 40.3 —3.5 —3.3* 
Index of Help Wanted Ads | 
(Seasonally adjusted, 1947-49 | 
i | 112.4 | 143.4 | —21.6 | 199.6 —43.7 —7.9 
CONSTRUCTION | | | 
Number of Building Permits§ _____ 696 | 673 | +3.4 | 738 —5.7 —5.7 
Value of Building Permits§ —----- _ $6,850,374 | $5,268,775 |  +30.0 | $13,044,402 —47.5 —31.6 
Employees ------------------- | 21,800 | = .21,500r, 2 +14 | 25,900 —15.8 —9.4* 
FINANCIAL& | | 
Bank Debits (Millions) ------_--- $2,209.8 $2,018.8 +9.4 | $1,990,180 +11.0 | +6.5 
Bank Deposits (Millions) ----~___- | -$1,344,7 $1,289.0 +43 | $1,269.7 +5.9 | +2.2* 
| 
OTHER | | 
Department Store Sales Index ___-_ 165 174r —5.2 | 175r | —5.7 | +4.09] 
Retail Food Price Index _.._.___-_ 118.1 117.6 +0.4 | 116.4 +1.4 | +0.2** 
Number Telephones in Service __- 375,859 373,680 | +0.6 | 337,769 Tis | +8.6** 
| 
| | 
r—Revised *Average month **End of period I—Based on retail dollar amounts 
§City of Atlanta only. N. A.—Not Available AData from members of the Federal Reserve System only. 


Sources: All data on employment, unemployment, hours, and earnings: Employment Security Agency, Georgia Department of Labor; Number 
Help Wanted Ads: Atlanta Newspapers. Inc.: Building permits data: Office of the Building Inspector. Atlanta Georgia: Financial data: 
Board of Governors, Federal Reserve System: Retail Food Price Index: U. 8. Department of Labor: Department Store Sales Index: Federal 
Reserve Bank of Atlanta and Board of Governors, Federal Reserve System; Telephones in Service: Southern Bell Telephone and Telegraph 
Company. 
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ATLANTA 
BUSINESS 
ACTIVITY 


Since the second quarter of this year employment 
indicators have presented an over-all discouraging 
picture of conditions in the Standard Metropolitan 
Area. Total nonagricultural employment, after 
reaching a year’s high in April of 363,100 workers, 
began drifting downward through May, June, and 
July, reaching a low of 360,000. Employment in 
manufacturing started off the year with a fairly 
healthy 86,350 jobs and then declined in every one 
of the following six months, showing an over-all loss 
of 2,400 jobs since January. Employment in con- 
struction has been equally disappointing. Every 
month of 1960 has been below the same month of 
1959, and the eight months total of jobs is running 
about 9 per cent below the first eight months of 
1959. 

Some of these declines are, of course, seasonal, 
but there is no escaping the fact that manufacturing 
employment in the Atlanta area has shown a definite 
shrinkage in the past few years. For example, de- 
spite the addition of Gwinnett County to the Stand- 
ard Metropolitan Area in January 1959, manufac- 
turing employment has averaged only 85,100 in 
1960 as compared with 87,400 in 1955, 88,600 in 
1956, and 86,400 in 1957. 

August figures seem to have brought some cheer 
to this hitherto disappointing year. Total non- 
agricultural employment turned upward for the 
first time since April, gaining 2,250 jobs, while 
manufacturing employment and construction em- 
ployment also showed mild, though encouraging, 
increases. 
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Average weekly earnings of factory workers 
dropped nearly 4 per cent from July to their lowest 
point since March. Average weekly hours of factory 
workers likewise dipped about 4 per cent to 
their lowest point since February of this year. At- 
lanta factory workers in 1960 are working 3 per 
cent less hours than last year. 

Judging from the index of help wanted ads, there 
appears to be a slackening demand for labor in the 
Atlanta area. This index reached a peak in August 
of last year, turned down, and has been dropping 
sharply ever since. The present index of 112.4 repre- 
sents the lowest point since May 1958. The index 
dropped 22 per cent from July to August, making 
the total number of ads for the first eight months of 
1960 some 8 per cent below the same period last 
year. 

Expected construction activity, as measured by 
the number and value of building permits in the 
city of Atlanta, showed a good monthly gain from 
July to August. However these series fluctuate so 
from month to month that the monthly changes have 
little meaning. A better measure is seen in the 
comparison of eight months totals. The value of 
permits is off nearly a third from last year and 
the number of permits is down about 6 per cent. 
This over-all construction decline is also reflected 
in residential starts. In the first six months of 1960 
there were 120 less starts than in the same period 
of 1959. 

Bank debits, usually a good indicator of spending, 
reached a high for the year and also set an all-time 
record for this month of the year. This is another 
series which fluctuates considerably from month 
to month, and thus the eight months totals are more 
revealing. Here it is seen that the eight months total 
for 1960 represents an all-time record, being about 
7 per cent above the previous record year of 1959. 

In view of the declining average weekly wages of 
factory workers, it is fortunate that the vetail food 
price index in Atlanta is recording only slight over- 
the-month gains and stands only 0.2 per cent over 
last year. 

John R. O’Toole 
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Publications Available 


RESEARCH PAPER NUMBER 18 
The Use of Psychological Tests in Selecting 
Salesmen in the South 
.. . Carrol W. Ehlers 


56 pp., 8144 x 11 in. 
(Price—50¢ plus 2¢ sales tax in Georgia) 

For a company that has a product or service to 
sell, good salesmen are essential. In recent years the 
use of psychological tests in selecting salesmen has 
become more widespread. Dr. Ehlers’ paper is a 
survey of the extent of use of psychological tests in 
salesman-selection by southern firms and the various 
testing practices followed. The study also sets forth 
the characteristics of users of tests as compared to 
those of nonusers. 

Dr. Ehlers is Professor of Marketing, School of 
Business Administration, Georgia State College of 
Business Administration. 


BULLETIN NUMBER 9 
STUDIES IN BUSINESS AND ECONOMICS 

An Econometric Model of the American Minor 
Cycle 

.. . George J. Malanos 

Henry Thomassen 

47 pp., 6 x 9 in. 
(No charge for single copies) 

The purpose of this study, as stated by the 
authors, is: “To construct a system of equations 
which will predict as much as one year in advance, 
and with a precision that is acceptable for policy- 
making, the quarterly magnitudes of American ag- 
gregate employment and gross national product.” In 
their conclusions the authors signified that, for the 
1947-57 period and in the absence of a Juglar cycle, 
it was their “concerted opinion that the chief 
cyclical variation has originated with the spending 
upon consumers’ durables.” 


The authors are on the faculty of the School of 
Business Administration of Georgia State College 
of Business Administration. Dr. Malanos is Pro- 
fessor of Economics and Chairman of the Depart- 
ment of Economics, Finance and Statistics. Dr. 
Thomassen is Associate Professor of Economics. 


BULLETIN NUMBER 7 
STUDIES IN BUSINESS AND ECONOMICS 
The Development of the Public Housing Program 
in the United States 
. . - Robert K. Brown 
92 + viii pp., 6 x 9 in. 
(Price—$1.50 plus 5¢ sales tax in Georgia) 

U.S. public housing from its infancy has had a 
troubled career. The zeal of its proponents and the 
equal fervor of its opposition have met time and 
again in the legislative arena. This monograph 
traces the history of the development of the U.S. 
public housing program from 1933, the beginning of 
federal participation, to 1956. In the concluding sec- 
tion the author summarizes leading criticisms made 
by adversaries of the program; lists suggestions of 
housing experts on how to break the “dreary dead- 
lock” of public housing; and suggests some of the 
factors to be considered in the future course of low- 
rent housing. 

Dr. Brown is the Ben J. Massel Professor of Real 
Estate, School of Business Administration, Georgia 
State College of Business Administration. 


A Bibliography of Literature in Transportation 

Economics 

14 pp., 8144 x 11 in. 

(Price—$1.00 plus 3¢ sales tax in Georgia) 
Compiled under the direction of J. H. Lemly, Pro- 

fessor of Transportation and Public Utilities, School 

of Business Administration of Georgia State College 

of Business Administration. 


For copies of the studies named above, send requests to the Bureau of Business and Economic Re- 
search, School of Business Administration of Georgia State College of Business Administration, 33 Gil- 


mer Street, S. E., Atlanta 3, Georgia. 
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